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TRUST BOARD
27th March 2014

TITLE Finance Committee Minutes

EXECUTIVE
SUMMARY

The minutes of the Finance Committee meetings held on 22nd

January 2014 and 26th February 2014 are attached for noting. The
key points are: -

 Financial Position as at 31st January 2014 – the Committee
reviewed the month 10 financial position, noting the latest
trends and the risks and opportunities associated with the
forecast which was still being held at £1.5m;

 Monitor Quarter 3 Return – reviewed the financial elements
of the quarter 3 return to Monitor; and

 Business Planning – reviewed the latest update on budget
setting for revenue and capital and the likely surpluses.

BOARD ASSURANCE
(Risk) /
IMPLICATIONS

The Board is assured by the scrutiny provided by the Finance
Committee on matters of financial risk.

STAKEHOLDER /
PATIENT IMPACT
AND VIEWS

The impact on stakeholders through the Trust achieving its
required financial targets, hence enabling the appropriate
investment into services and infrastructure.

EQUALITY AND
DIVERSITY ISSUES

None that we are aware of.

LEGAL ISSUES None that we are aware of.

The Trust Board is
asked to:

Note and receive the minutes of the Finance Committee meetings
held on 22nd January 2014 and 26th February 2014.

Submitted by: Jim Gollan, Non-Executive Director and Committee Chair

Date: 19th March 2014

Decision: For Receiving
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Title: Minutes of the Finance Committee meeting held on 22nd January 2014

PRESENT: Mr. Jim Gollan Non-Executive Director (Chair)
Mr. Clive Goodwin Non-Executive Director
Mr. Terry Price Non-Executive Director
Mr. Simon Marshall Director of Finance and Information

IN ATTENDANCE Mr. Andrew Liles Chief Executive
Mr. Paul Doyle Deputy Director of Finance

SECRETARY: Ms. Desireé Irving-Brown Assistant Director, Financial Management

APOLOGIES: Ms. Valerie Bartlett Deputy Chief Executive

Actions
1. Introductions and Apologies

The apologies were as noted above. It was noted that the meeting constituted
a quorum.

2. Minutes of the Meeting held on 18th December 2013

The minutes of the meeting held on 18th December 2013 were agreed, subject
to the date on the first page being corrected. DIB

3. Matters Arising

Actions List

3.1 Report on marketing effectiveness: The new person has only just started
in Business Development and therefore will need to bring this back to a future
meeting.

3.3 Verbal update to be provided during the meeting.

3.5 The Chief Executive stated that he had not yet discussed this with the
Deputy Chief Executive, but will do so as soon as possible. Jim Gollan pointed
out that the Committee was now doing less operational review than before,
and probably needed more clarity about where this operational discussion
should be held. This will be rolled over to next month.

All other action points were either completed, not yet due or agenda items.

SM
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4. Finances as at 31st December 2013

4.1 Finance Report

The Director of Finance and Information summarised the report by stating that
the Trust is making progress in certain areas, but not enough. Nursing
temporary spend was getting better, but temporary medical costs continue to
grow due to work load pressures. Recruitment initiatives are kicking in, but are
not yet yielding sufficient impact. Non-pay expenditure was getting better and
the procurement team was chipping away, with some system tidying up to do.
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Length of stay was improving, and was currently the best compared to local
peers.

The Specialist Commissioning contract income over-performance had been
discussed with NHS England and the Trust expects full payment.

Once the standard contract over-performance has been agreed, then the
Trust can build the benefits in, but the Trust is currently buying in this good
operational performance, and so has to hold back the benefits being played in
until it's clear there has been a stabilisation of costs.

4.2 Forecast and Risk/Opportunities

Jim Gollan summarised the report by stating that the Trust has to make £1.3m
surplus in the last quarter, however there are still many unresolved issues with
North West Surrey CCG, with no clarity yet on where it will land. There was
concern about stakeholder opinion of whether the finances were under control
– the Committee was not questioning the financial management, just the
impression of the stakeholders.

The Director of Finance and Information responded that the Trust could
sustain some issues, but that it was a balancing act, which only works if the
Trust can land the contract income. Costs will continue to run at the current
rate, so assuming the Trust can land income at the right number, then it can
achieve the £1.5m surplus.

Jim Gollan asked what the tone of the discussions was with the CCG. The
Director of Finance and Information responded that they recently been more
constructive. Jim Gollan asked what the underlying driver for the CCG position
was. The Director of Finance and Information responded that the CCG didn’t
seem to understand what is driving the over-performance, and how much of it
is due to external factors such as PIMS.

Jim Gollan asked whether someone could summarise the assumptions on the
cash flow forecast, how it played capital in and what income assumptions
were included. The Deputy Director of Finance summarised by stating that all
capital as per the latest forecast had been played in, as had all contracts, but
not all of the over-performance was reflected in the cash forecast for 2013/14.
There was an expectation that an element of payments for over-performance
would fall into 2014/15.

Terry Price stated that the cash position would be worse if the Trust had not
had delays in capital spend. The Director of Finance and Information
responded that there is an element of capital that won't hit the cash flow in
one go (for example the new MES scheme). The shortfall in cash was
affecting both the Trust’s investment income and its PDC Dividend payable.

4.3 Mediation/Arbitration with CCG

The Director of Finance and Information stated that there had been concern
around the relationship with the CCG, as the Trust had received a number of
letters in the period up to Christmas, including a series of letters to indicate
there would be no re-ablement funding available to the Trust. A series of
meetings with Local Area Team had now been initiated to go through these
issues. The following issues had been discussed:

 A&E: the CCG had offered £0.3m, but with so many metrics attached
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that it made it almost impossible to earn the income. The bulk of the
additional funding the CCG received has gone to organisations outside
of the hospital.

The Chief Executive stated that the focus has been on hospital KPIs
rather than the system KPIs, and that the Executives have now been
through the planned spend of £1.6m with the CCG to agree whether
it's value for money, and some system KPIs have now been agreed:

 OPAL team, AECU, ICT spend with Virgin: The CCG only agreed to
fund the ICT spend and neither OPAL or AECU. Therefore the Trust is
now looking at reducing its spend on OPAL and AECU. The Trust
hasn’t got the ICT finally agreed as yet and needs to get it confirmed:
and

 18 weeks: addressing the backlog and avoiding fines.

The current forecast is £11-12m over-performance on all contracts, and those
non-North West Surrey CCG contracts should all be fine. The issue therefore
is with this CCG who now wanted to reach an agreement about the year-end
outturn position.

The Trust needs to de-risk the year end position, but needs to see the
January performance before it agrees a deal. The Chief Executive wants Swift
sorted quickly, but is happy to wait until the end of January for the latest
numbers as long as Swift is sorted out. Delays to resolving the 2013/14
position has a knock on effect to agreeing a contract for 2014/15.

4.4 Capital Report

The Director of Finance and Information confirmed that all of the big schemes
were all well underway. There had been slippage on the energy efficiency
scheme, but there was confidence that it would be complete by the end of the
financial year. The Capital Control Group was juggling programs around a bit,
but are expecting to do everything except phase 2 of the hybrid theatre.

The Trust still has more ambition than there is cash to fund and there is
backlog maintenance, e.g. in Theatres, and operational issues like Critical
Care which need to be sorted out.

The Trust has secured matched funding for a new document management
system, but has to make funding available upfront for its share.

It was suggested that the Committee makes “capital spend” the finance hot
topic in February to share how the schemes have been decided.

4.5 Monitor Quarter 3 Compliance Return

The Director of Finance and Information explained that there was nothing new
in quarter 3 that wasn't there before. The Deputy Director of Finance
explained that it had been assumed in the sensitivity analysis that EBITDA
margins in Q1 to Q3 next year would be the same as in Q1 to Q3 last year. If
this happens, the rating would dip and therefore the Trust would need to be
very cautious about how the contracts are negotiated to ensure this doesn't
happen, and also need to deliver CIP’s from day one.

Jim Gollan asked for an update on CIP’s. The Director of Finance and

PD
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Information summarised by stating that there was an ambitious target for next
year, and that the plan was nearly there in terms of schemes, but he was
concerned about how many income schemes were going in, rather than
targeted cost reduction. The Monitor limit is around 20% income generation,
and there is also a further challenge is that the CCG needs to be on board to
pay for increased income.

There were, as yet, no details on the CCG QIPP programme, which will also
drive costs coming out.

Jim Gollan summarised by stating that the Executives would need to make the
Board understand the sensitivities when discussing this at the January Board
meeting.

5. Finance Hot Topic - Strategic and Operational Planning Update

The Trust Executives had reviewed the first draft of the Divisional plans in
December. The Divisions have been reworking these based on the feedback
provided, and the updated plans are due to re-submitted this week. The
Director of Finance and Information stated that he was expecting a £3m gap
in the finances at this stage and the Executives would be working on this next
week to prioritise and remove investments that were not immediately required.
The Trust needs to decide what happens to the ECIST initiatives and which
ones should continue.

The biggest issue is the contract risk, and what the Trust can afford. There is
a need to be able to count on benefits flowing from the Better Care Fund that
will be held by the Councils and therefore won't come directly to the Trust,
although the Trust should receive some benefit for the services it provides.
The Better Care fund is the transfer of funds from the NHS to local councils,
and this funding should go towards social care.

The CCG is looking at whether there it is possible to sign up to a two year
contract, although the The Director of Finance and Information is still
assessing whether that's a good idea.

In terms of capital, there is a programme of schemes that balances, but the
priorities need to be lined up.

6. Service Line Reporting Update

The Director of Finance and Information took the Committee through the
month 8 bubble charts, and pointed out that as expected, A&E was in the
wrong place, and that, whilst it may be usual for an A&E department to make
a loss, this was unusually high, both because of the additional costs and due
to very high levels of agency, which needs to be addressed.

The Director of Finance and Information explained that the TASC division was
seeing a slight improvement in Urology, and this was expected to continue to
improve in this year, whilst Vascular was only expected to improve from April
when new work comes in. Colorectal was disappointing, moving in the wrong
direction. T&O will start to improve as volumes go back up.

It is expected that the profitability of the services within Women’s Health and
Paediatric Services will move around a bit due to internal allocations and
assumptions being adjusted.
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Ultimately, due to the continued pressures on the Finances, the margins were
taking a hit across the board. Terry Priced asked whether this would be going
to Board, and whether it was possible to present the budget in SLR terms in
the Bubble graph format for the March board meeting.

SM

7. Identification of Financial Risks

7.1 Trust Risk Register

No new items noted.

7.2 Key Points to take to the Trust Board

1) The end of year forecast is highly dependent on contract negotiations with
the CCG.

2) The Monitor Submission – it is reasonable to sign off the declaration, but

will run through the sensitivities with the Board.

8. Items for Information

8.1 Schedule of Business

The Committee asked that the schedule be rolled forward through 2014.

8.2 Business Case Approvals

None.

8.3 Tender Waivers >£50k

None.

PD

9. Any Other Business

None.

10. Date and Time of Next Meeting

Wednesday 26th February 2014 at 6.30pm in the Finance Meeting Room,
Chertsey House, St. Peter’s Hospital.
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Title: Minutes of the Finance Committee meeting held on 26th February 2014

PRESENT: Mr. Jim Gollan Non-Executive Director (Chair)
Mr. Clive Goodwin Non-Executive Director
Mr. Terry Price Non-Executive Director
Mr. Simon Marshall Director of Finance and Information

IN ATTENDANCE Mr. Andrew Liles Chief Executive
Mr. Paul Doyle Deputy Director of Finance

SECRETARY: Ms. Desireé Irving-Brown Assistant Director, Financial Management

APOLOGIES: Ms. Valerie Bartlett Deputy Chief Executive

Actions
1. Introductions and Apologies

The apologies were as noted above. It was noted that the meeting constituted
a quorum.

2. Minutes of the Meeting held on 22nd January 2014

The minutes of the meeting held on 22nd January 2014 were agreed.

3. Matters Arising

Actions List

Item 5 – The Chief Executive had discussed this with the Deputy Chief
Executive, and it was agreed that the monthly Trust Board report on
operational performance was to be reviewed by the Finance Committee
before being submitted to the Board, and that a more detailed quarterly
operational performance review would be prepared for the Finance
Committee. The intention was for the first monthly report to be submitted to
the Committee for the March meeting, followed by the in-depth quarterly
review in April or May.

Item 7 - The Director of Finance and Information said that the possibility of this
would be investigated, but that it was unlikely that this would be for the March
meeting.

All other action points were either completed, not yet due or agenda items.

4. Finances as at 31st January 2014

4.1 Finance Report

The Director of Finance and Information summarised by stating that the Trust
had now achieved a £0.9m surplus year to date, and the balance of the year
result was very tight but should be achievable after the agreement that had
been brokered with NHS North West Surrey CCG for the year end outturn
position.

The Director of Finance and Information explained that the agreement was
necessary in order to get some certainty about the year-end position and to
shift the focus onto the 2014/15 contract, but that the Trust, at this stage,
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doesn’t expect to reach similar agreements with other commissioners. The
agreement also supports the cash position which had fallen behind plan due
to the non-payment of over-performance.

Clive Goodwin asked what the potential risks were in the last six weeks of the
financial year. The Director of Finance and Information responded that the
Trust was currently very busy, but no additional costs, to support
performance, were expected. There could, however, be some risk on the
costs of delivering the 18 week RTT work and CIP delivery. It was also
necessary to agree the final over-performance with other commissioners, but,
as above, no further agreements were expected.

The issues with 18 week RTT go into 2014/15, although additional income has
already been agreed into the 2014/15 contract with NWS CCG to mitigate this.

The Committee supported holding the forecast at £1.5m, noting that it does
contain some risk with the range from £1.0m to £1.5m.

4.2 Forecast and Risk/Opportunities

Discussed as part of section 4.1 above.

4.3 Update on North West Surrey CCG Year End Agreement

Discussed as part of section 4.1 above.

5. Business Planning Update

5.1 Budget Setting Update

The Director of Finance and Information stated that there was still more
refining to be done, and that there were some concerns with the plans as they
stand at the moment, which revolved around hitting the Monitor income CIP
limits. In addition the Trust had not yet finalised contract positions with its
commissioners.

The plan stacks up to £2.0m surplus at the moment, but as above, there is an
issue around the income CIP’s included in the plan. Income in total represents
c£7m growth on the 2013/14 forecast outturn.

The Trust is investing heavily around a number of high level priorities like
safety; rebalancing capacity; 7 day working and nursing on the back of the
Francis Report. Therefore, there are not many CIP’s coming out of the
Medical or Nursing workforce costs, although there has been significant re-
distribution of the budgets behind scenes to make the plan work.

Some areas of income carry a high degree of confidence, like maternity (due
to the Midwifery Led Unit) and increasing Bariatric work, but there are also
some areas of concern like Vascular and PPCI, which are being softened to
more realistic levels.

Jim Gollan queried what the Committee was being asked to agree. The
Director of Finance and Information stated that he wanted a view on setting
the surplus target at £2.0m, which is short of the original £2.4m target, but
more realistic, with the intention to claw back costs in years two and three. It
appears to be difficult to secure surpluses of £3.0m, and this will become even
more difficult, mostly because plans become more income dependent as the
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cost base becomes more fixed, and the CCGs won't be able to afford this
growth in income. The Director of Finance and Information also asked for a
steer on the level of income CIP’s.

Clive Goodwin queried whether there were any other game changing activities
that will bring the Trust back to £3.0m, for example, agreements to generate
income or other parallel plans that show options of relief from the current
position (e.g. private income options). The Chief Executive replied that this
was what the Trust was trying to do with partnership opportunities and
therefore the Executives were not thinking of other options at the moment.

The Director of Finance and Information stated that the private patient model
was challenging because of site restrictions at the St. Peter's site from the
BMI Runnymede.

The Committee agreed that a £2.4m surplus target was too high and that a
figure of £2.0m was more appropriate, and also that the income should be
pursued, subject to confirmation on the deliverability of the income CIP’s and
also trying to claw back on some investments.

5.2 Capital Plans

The Director of Finance and Information summarised by stating that the
Capital Group had tried to match Capital projects with revenue priorities.
There was only a small amount of contingency held within the plan.

E-Prescribing had slipped to year two, but the Critical Care relocation project
had moved forward. MES is a large part of the plan over the next couple of
years, but some re-profiling has incurred around the second CT scanner at St.
Peter's which has been brought forward but the MRI and Ashford CT scanner
had been moved back.

There were some substantial sums going in for IT, especially for electronic
records. The plan is deliverable and is likely to be achieved.

The Committee noted the plans.

6. Identification of Financial Risks

6.1 Trust Risk Register

No new items noted.

6.2 Key Points to take to the Trust Board

No February Board Meeting.

7. Items for Information

7.1 Schedule of Business

The Deputy Director of Finance suggested that the March agenda was looking
heavy. Jim Gollan agreed and requested that it be cut down, focussing on
budgets, planning, and the working capital facility. SLR and the Treasury
Review and Activity reports could be moved back.

7.2 Business Case Approvals

PD



Paper 6.3

There was one case, which related to expanding Neurophysiology. The
Committee noted this on the basis that it paid for itself.

7.3 Tender Waivers >£50k

None.

7.4 Monitor and DH Letter on Procurement

The Trust Chairman had discussed this with Jim Gollan and asked him to pick
this up. Jim Gollan had contacted the relevant person at the Department of
Health, but not heard back from them; therefore he will give an update at the
next Finance Committee.

Terry Price asked whether there were any confidentiality agreements that
would prevent this benchmarking and the Director of Finance and Information
stated that there weren’t any that he was aware of.

JG

8. Any Other Business

None.

9. Date and Time of Next Meeting

Wednesday 19th March 2014 at 8.30am in Room 2, Chertsey House, St
Peter's Hospital


